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SUPPLY & DEMAND

The beef cutout moved slightly higher last week based on firm
seasonal demand for briskets (see MOVING AHEAD next
column) and some loin buying interest. Analysts note that
forward sales of beef have been running higher this year, which
has supported spot prices, and in a period when consumer beef
demand is normally weak. That weakness has been
exacerbated by inclement weather, which has hit foodservice
sales, but beef packers have also been processing cattle at a
slightly slower pace than anticipated, which has helped keep live
cattle and boxed beef prices supported. Year-to-date cattle
slaughter is down 0.7%. Last Friday, the USDA belatedly issued
its January cattle on feed report, showing lower-than- expected
placements of cattle into feedlots during last December. The
total cattle on feed number as of January 1, 2019 was up 1.7%
over Jan 2018, with the number falling in line with the
expectations of most analysts. A higher percentage of heifers on
feed indicates that the U.S. herd expansion is slowing; Later this
week the USDA will release its semi-annual cattle inventory
report, which should provide further market clues.

U.S. Cattle on Feed Inventory
11,900

11,700 -

11,500
11,300
11,100
10,900

= = 5 YT Avg
——2017
2018

—— 2019

Thousand Head

10,700
10,500

10,300

10,100

9,900 ; .
Nov  Dec

Mar  Apr  May Jun Jul Aug Sep  Oct

Jan  Feb

Beef Choice Beef Cutout Value: 25/2/2019 — US$219.55/cwt.
(+1% from 15/2/2019)

The pork cutout value slipped more than 5% last week due to
weak seasonal demand, continued uncertainty over trade, and
higher slaughter numbers. Wholesale pork prices are nearing
10-year lows, and all players in the supply chain from producers
to packers, are operating in the red, at least on paper. The
nearby April pork futures contract slipped nearly 7% last week
along with cash live hog prices. Futures slumped again
yesterday (Monday) as the markets shrugged off news that the
U.S. will delay the March 2 imposition of new punitive duties
against China. Despite more signs that China will face a
significant production shortfall of pork due to African Swine
Fever, there has yet to be clear evidence of large scale import
purchases, and the U.S. continues to be hampered by high
punitive duties (62%). Forecasts of the 2019 pork trade outside
of China point to little growth (see TRADE next column).
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Hog Carcass Cutout Value: 25/2/2019 — US$60.92/cwt.
(-3% from 15/2/2019)

ACTIVITIES:

SIAL, Shanghai : May 14-16, 2019
Hofex, Hong Kong: May 7-10, 2019
Food Show, Taipei June 19-22, 2019

MOVING AHEAD

Beef brisket has long been known as a challenging item to
merchandise. Much of the U.S. foodservice industry have left it to
Texas BBQ experts to tame the cut through low-and-slow cooking,
which is required to break down the inherently tough pectoral muscle
tissue that serves to prop up standing cattle. But over the last few
years, low-and-slow cooked brisket has moved more into the
mainstream, with large fast casual chain Boston Market recently
adding a rotisserie brisket item to the menus of its approximately 450
outlets. The entry of brisket into national QSR and fast casual
restaurant chains dates back to 2013 when Arby’s launched its
Smokehouse Brisket sandwich, although Texas chains such as
Rudy’s Country Store and BBQ have offered brisket at its outlets,
some built into gas stations, since 1989. Another new mass market
launch took place earlier this year when Wawa, an east coast USA
convenience store chain, began offering new brisket sandwiches and
bowls, the latter served over either mac & cheese or mashed
potatoes. Brisket demand enjoys a spike in advance of St. Patrick’s
Day, which this year falls on March 17. On this day, recipes including
corned brisket, known as “corned beef’, are featured widely

nationwide, especially in urban areas such as Chicago. According to
researchers at Texas A&M University, beef brisket contains high
levels of oleic acid, which produces high levels of HDLs, the “good”
kind of cholesterol.

Choice Beef Brisket, deckle
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TRADE

China’s Guangxi and Shandong provinces reported their first cases
of African Swine Fever last week, and Hebei reported a first case
there over the past weekend. All are important swine producing
provinces. In the meantime, Chinese pork markets remain quite
stable and amply supplied, especially after inter-provincial
transportation restrictions on swine and pork product movements
were lifted. The normalcy continues to confound global markets,
where suppliers are waiting for signs of increased import demand.
Analysis suggests that a 15% decrease in Chinese pork production
could drive the volume of the global pork trade up 40% to a record
11.5 million tons (2018 trade was approximately 8.1 million tons).
But collectively, the rest of the globe’s import markets likely won’t
grow much, with a sharp decline in Russia’s 2018 imports canceling
out increases in Korean, Mexican and Japanese purchases.
Russia’s calendar year 2018 imports of 207K tons were a massive

653 thousand tons lower than those of 2017.
Pork exports mostly flat outside China...
Because growth across most markets
has offset the loss of Russia & Ukraine buyi

Pork & Variety Meats to Rest of World ex China/HK
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U.S. Cattle on Feed Inventory
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Pork exports mostly flat outside China...
Because growth across most markets

has offset the loss of Russia & Ukraine buying
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